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Korea or Commnist China undertaken in conjunction with some or all
of these courses of action.
QQNC_IUSIONS

1. [Eresent controls on trade with Communist China have not pre=

AR s el b,

vented the build-up of Chiness Comminiat military strength. Moreover,
Comminist Chinafs industrial and internsl transportation systems have
continued to expend since 1950, but at a greater cost to the Soviet Blog

and at a lower rate than if Western controls had not been in effect.,

2. A iotal embargo on non-Commnist trade with Communist China
weuld probably have no significant effect on Chiness Commnist capa-
bilities to sustain military aperations in Korea or to undertake military
operations elsewhere, but would retard the expansion of Chinese Commnist
industry. An embargo would make Cémunist éhina economically more inde-
pendent on the USSR. An embargoe would probadbly not induce the Commnists
to embark on new aggression, but would probably lead them to intensify

political warfare,

3: A naval blockade of Communist Chinaz would increaae

w» A naval blockade of Uommnist China would not cut off seaborne
trade unless it included Port irthur and Dairen and unless
trade with mainland China through Hong Kong and Macau were pre=
vented, It should be noted that the Soviet Eastern ports would
not be included in a blockade of Cormunist China.,
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the difficulty of military operations requiring large expendd tures
of materiel, efither in Korea or elsewhere, The present, estimated

borne plus the easential traffie now carried by land, Hovever, g

to a preater extent than an embargo., The net political effect within
Communist Ching would probably not be eignificant,

accept a Xorean settlement on Uy terms,
* The Asalstant Chlef of Staff, G-2, would brefer that this sentence read

unles
the USSR was prepared to accept g major extension of hostilities with
greatly increaged likelihood of general wapr n



¥ ¥

. Approved For ReleasZiOOOIOSIZQ : %%-§E€g1§TSO1O11A0009W1 0030-7

5. large scale and sustained air and naval bembardment of

key Chinese Commmist transportation lines, in conjunction with a

naval blockade, could sharply reduce Chinese Commnist military capa-

bilitles, Communist China‘s econorle potential would be seriously
affected, and the physical problems of the regime in maintaining con=
trol would be inereased,

6. In reaction to a blockade and bombardment, the Chinese Com-

munists would make a maximum air defense effort in China and fanchuria,
Units of the Soviet Air Force in the Far East would cévertly partici-
pate in the air defense effort, particularly in Manchuria., The
Chinese Communists would probably also employ their air capability
against some US/UN bases in the Far Bast. We believe that s blockads
and bombardment would not in itself induce the Communists to accept

& Korean settlement on UN terms.

7. In the unlikely event that the blockade and bombardment
should threaten the existence of the Chinese Communist regime, the
USSR would increase its aid to Communist China, possibly even to the
point of openly comuitiing Soviet forces against US forces in US/UN
held territory and adjacent waters in the Far Fast,

8. Blockade and bombardment by the Chinese Nationalists alone

would, under present cireumstances, have only limited effects,
-l =
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In reaction to a Chinese Natlonalist blockade and babardment,
the Chinese Cormunists would alnont certainly attasck the blockading
and ;

bombarding :orcea and might retaliate by air againat Nationslist-
held territory,

planning for all blockading operations, the Chinese
coula probably npose & blockade which would reduce \;N;wégn;olésotg
Sy most of the coastal traffic
:ehanghai and through the Straits of Formosa.' This progggg ::uld
ascomplished within a period of six months after receipt of
U.S. assistance and despite Chinese Communist air urface
Approm%ase 2000/08/29 : CIA-RDP79S01011A00090001 _8,
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end purely militery items, A vumber of Middle Eastern and Southe
cast Aslan countries have made a general commitment to deny strae
tegic items to the Chinese Cormunists, while India, Pakistan, and
Burma have not been willing to go on record as supporting the yUN
Resolution although they have been cooperating informally in prew
venting re-export of strategic 1tems to the Chinese Comzmuniats,
Ceylon, which is not a member of the UN, has refused to comply with
the UN Resolution so far as shipmente of rubber to Communist China

are concerned,

12, Shipping controls have been particularly weak, The
COCOM countries prohibit the sale of ships to Communist Chine and
impose restrictions on the sale of merchant ships to the rest of
the Dloc, Since October 1950 at least 33 vessels have been trans-
ferred to Soviet bloc flags. However, COCOM restrictions on sales
were tightened somewhat in December 1951. The US alone has imposed
comprehensive formal controls on ship sales, repairs, and bunkering .,
During the past yeer 61 Bloc ships, totalling 300,000 gross registered
tonnage, received 30 days or more of repair work each in Yestern
shipyards, Only the US » Costa Rica, Hondwras, and Panama prohibit
vessels of their registry from entering Chinese ports, although Liberia
prohibite vessels of its registry from carrying strategic cargo to Cone
munist China, Present GOCOM controls do mob prohtbit the chartering of
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merchant vessels other than tankers ‘o the Soviet Blec and this
prohibition has not been effective, Although the greater percen-
tege by far of chartered vessels do not touch Chinese Commmunist
ports, these vessels are used by the Soviet Bloo in Western Buroe
pean, South Atlantic and Indian Ocesn trade and make poseible the
release of Communist flag vessels for direct service to Commmnist

. China,

25X1X7

THE EFFECT OF PRESENT CONTROLS ON COMMUNIST GCHINA
Effect on Foreign Trade

13. Imports from non-Soviet Bloc Countries. The value of

the goods imported from non-Commmist countries by Commmnist Chine
rose to a peak in the £irst half of 1951 but then dropped sharply
during the second half of 1951, when trade controls became more
stringent, and have remained at & relatively low level through 1952,
These imports are estimated at $382 million in the first half of
1951, $148 million in the second half of 1951, and #135 million and
$155 million respectively in the first and second halves of 1952, '
The volume of imports from non-Communist cowntries fell from 746,000
tons in the first half of 1951 to 242,000 tons in the second half of
1951, and then rose to 270,000 tons in the first half of 1952 and

330,000 tons in the second half of 1952,
25X1X7

n s paragraph ars bagsed on an
of Communist Chinese lwmports dur
the first half of 1952, and preliminary US estimates for the
last half of 1952, ONI believes that the volume of trade is

Jarger than the figure agreed upon and included in these calecula~

tions, but it 1is impossible to arrive at a new agreed estimate

at this time, and 1n any case, it is unlikely that the new figures

would invalidate any of the conclusions based on the present

£ v
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the Soviet Bloc merchant fleet. It would require the Soviet Bloe
to fuel vessels from tankers at sea and require the Bloc to trans-
port additional fuel te the Far Fast, either over the Trans-
Siberian Railroad or by tankers. Bloc tankers are presently
carTying sssentlial POL,

33, An embargo would also result in an increase in the value
of Communist Chinats exports to the Soviet Bloc but a decrease in
the value of its total exports. Because of the increased transport
costs involved and the nature of the commodities, it 1s probable that
it weuld not be wortlwhile for the Communists to divert to the
Furopean Soviet Bloc 2 large part of the 1.7 million tons of cormo-
dities that Communist China now exports to the West, However, Com-
munist China plans to increase its producfion of strategic minerals
with which to pay for its imports from the Soviet Bloec, and other
exports from Communist China could be increased so that there would
be little or no net effect on Communist Chinats debtor position in
the Bloec,

34, On the basis of the above highly speculative estimates,
an embargo would reduce the volume of Communist China's total im=-
ports in 1953 by 300,000 tons and the valus by $130 million, This
would represent & reduction of approximately 10 percent in the value
of Communist China's total imports am:l perhaps as much as 20 percent

T/ The Soviet Dloc has the ship capacity to carry the total seaborne

T impoits to Communist China, even without chartering Western vessels.
However, under these cireumstances the USSR would have to use some
lernd-lease vessels in this trade, thus risking their seizure by
the US., In addition, the Soviet Bloc would have to find alterna
tive and more costly means for carrying on its trade with the West.

Approved For Release 2000/08/29 : CIA-RDEA0201011A000900010030-7
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production of consumers® goode, these losses in output would

in f:art be offset by the increased availability for domestle
consumption of some comiodities that formerly were exported to
the West, The loss of foreign flag shipping for domestic coestal
services would reduce coastal shipping capacity. However,
Chinese Cormunist shipping, which now carries the bulk of this
trade, and the North-South rail lines could absorb the load now
handled by foreign flag ships.” Finally, with imports and pro-
duction of some consumer goods reduced and non-Camunist markets
virtually eliminated, the govermment would be confronted with a
sizable loss of revemue., These losses, however, would be minnr
in relation to the total national income and to total Chinese

Communiat budgetary expenditures,

37. Military effects. A total embarge would probably have

no significant effect on the capabilities of the Chinese Com-
munists to sustain military operations in Korea and very limited
aeffects on their capabilities to undertake military operations

eisewhere,

38. Internal Folitical Effects. A total embargo would not

appreclably affect the internal political strength of the Chinese
Commundist regime.

* N1 rescrvation,
2 23 w
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Bloc increased its present level of exports to Communist China,
Secondarily, the amount by which total imports were reduced would
depend on the capacities of the Trans-Siberian railway and the
capacitj' of Communist China's inland transportation facilit.iesg

L8. Soviet Bloc Exports to Communist China, Although the
Soviet Bloc would probably provide Cormunist China's essential ime

port requirements, the Bloe probably would not replace all of Come
munist China's imports lost because of & blockade, Of the projected
1953 seaborne import tonnage of 1.l million tons, about one-third
consists of controlled commodities, such as petroleum, metals, and
machinery, while two-thirds consist of commodities which can now
be imported from non-Bloc countiies., Tt is roughly estimated that
the Soviet Bloe would continue to supply all of the controlled comnoe
dities but only about one-third of the other commodities, or a total
of about 800,000 tons, Of the non-controlled materials, the Soviet
Bloc would replace in part Commmist Chinats imports of rubber, indus-
trial chemlcals, and drugs but would replace little or none of the im-
ports of raw cotton, ammonium sulfate » Paper, sugar, and gunny bags,
On this basis, the total of Communist China's imports over the

* Trans-Siberian railway primerily from the East would

-29n
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average haul involved, the transportation overland of the freight
cut d.'f by & blookade would require about 10 percent of the
freight esr park and about § psrcent of the locomotive park.

We believe the Chinese Cammnist railroads have the capacity teo
carry this additional freight, but i‘l‘. should be noted that some
parts of meinland China now served by coastal shipping are not
served by rail lines, |

51, Since the additional burden of essential tonnage placed
on both the Trans-Siberian Railroad end the internal transporta=
tion system of Communist China could probably be carried with
existing capascity, we bellove that the reliance on overland trans-
portation facilities would not limit the extent to which Communist
China's sssential seaborne imports could be replaced. Moreover,
it should be pointed out that it would be possgible for the USSR
to ship goods to China by sea to Vladivostok and thence by rail
to Oh:lnae*

52, Economlc Effects. A naval blockade would have a greater

effect on the Chinese Communist economy than would an embarge, The
plamned economic growth would be sericusly retarded, additional

strains would be placed on internal transport, and further gains

from trade and further budgetary revenues would be lost, In those areas
which are now served by coastal shipping and which are not served by
rail lines,

Approve&-ﬁ?mMMA%Pm%T 011A000900010030-7
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EXCLUDING PORT ARTIUR, DAIREN, IDNG KO3, AND MACAU

56. A naval blockade would almost certainly be ineffective
if Dairen and Port Arthur were excluded, These ports together
are believed capable of handling about 45,000 tons a day, or
many times the estimatod total daily seaborne imports of all of
Corvmanist China at present, The read Justment of internal distri-
bution necessitated by the blockade of all other seaports would
impose additional strains on the Chinese Cormunist railway system®

57, A naval blockade would almost certainly be ineffective
unless measures were taken to prevent trade with Communist China
through Hong Kong and Macau, These ports, together with their
road and rail emmnections with Commnist China, could handle a
large part of the projected seaborne imports of Communist China.
The readjustment of internal distribution necessitated by a
blockade of all other seaports would impose additional strains on
the Chinese Communist railway systen,

% See Paragraph 50.
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1s used by east-west traffic as well as by ths
main coastal rallway, Other rail targete include
the Yellow River bridge north of Cheng~hsien

on the Pelping-Hankew=Kowloon route, the Pu~chene
Nanking railroad ferry on the Pelping-Shanghai
Toute, and the Yangtze River forry crosging at
Wu-chang. The moat important waterway targets

are along the Yangtze and Hsi (West) Rivers » which
together with the Sungari River in Manchuria are
estimated to carry three-quarters of the 25 to 35
million tons of cargo carried anmially on Chinese
waterways, Although these targets are not individ.
wally as important as those noted previously, their
offective interdiction would place a heavy strain on
the transportation systen,

-39 -
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target system would have an extremely serious effect on Communist
China military and economic potential., It is probable that a
prolonged disruption of the main surface routes in Manchuria

leading from the USSR would critieally reduce Chinese Commnist
offensive capabilities in Korea and seriously reduce their defensive
capabilities in Korea, Some supplies could be sent from the USSR
directly into North Korea by means of the important alternate route
from the Soviet Maritime Province into Northeast Xorea at Hongui,
However, large-scale and austamed air bombardment of all bridze
crossings over the Yalu and Tumen rivers, in conjunction with air bome
bardment of transportation facilities in Manchuria and China, would
impose a severe strain upon Communist logistic capabilities in Korea
to the point where their offensive capabilities would be seversly cure
talled, if not elirdnated. Air bombardment of the key Clmechou-Heng-yang
rail link into south China would gravely handicap Communist mili‘oary
operations in Southeast Asia. Large-scale and sustained bombardment
of the vital rail link between Manchuria and China proper, coupled with
attacks on selected targets within Central China would put severe
pressures on the Chinese econony, There are indications that the Muke
den~Shanhaikuan line has been supplemented by the restitution of the
Chinhsien-Kupeikou line, creating a double link between China and
Manchuria. Taken together, large-scals and

-hoo
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sustained bombardment of all these routes could progressively
undermine Cormunist China to & point where ite military capabili-
ties would be sharply reduced and the physicsl problems of maine
taining the regirsts controls would be increased,

CHINGSE NATTONALIST CAPABILITIES 10 BIOCKADE THE CHINA COAST AND

7@ CONDUCT ATR STRIKES ACAINST LINES OF COMIUNICATIONS ON THE CHINA
MAINLAND ‘

A. NATIONALIST CAPABILITIES

61. Blockade, The Chinese Nationalist Navy curremtly has &
total of 38 sea-going vessels sultable for blocksding operations,
In addition, there are more than 100 smaller types that could be
used in blockading a coastal area within a range of 400 miles of
Taiwan, The Nationalist Navy now possesses a low combat capability
because of poor staff planning, poor mair_it.ename of vessels and
equipment, and serious deficiencies in comrunications, surface-
firing, AA-firing, and radar and sohar detection,

62, At present, the Nationalist Navy, supported by asrial
| survelllance, alr cover, and aerial mining of Chinese Communist
ports by the Chinese Nationalist Air Force (CNAF), probably has

-hl.
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addition, Comrunist Chine would almost certainly comrdt its air

and naval forces against the blockading forces with covert Soviet
assistance and night lounch attacks against Hong Kong and/or Macan,
particularly if these territories were in any way assisting the
blockading powers, The USSR might react to a navel blockads by
attempting to bring merchant ships inte Port Arthur and Dairen under
Soviet naval escort, by attampting to force the blockade at other
points, or by waging mine and submarine warfare against the blockad-
ing forces, However, we believe that the USSR would be unlikely to
regard incidents arising out of attempts to foree the blockade as

& casus belli, but the USSR would exploit such incidents to create
dissension among the non~Communist powers,

68, Large-scale and sustained air and naval bombardment of
key Chinese Communist transpoertation lines, in conjunction with a
naval blockade, could sharply reduce Chinese Communist military capa-
bilities, but would probably mot in itself induce the Commmists to
acoept & Korean settlement on.UN terms. Corwunist China's econamic
potential would be seriously affected, and the physical problems of
the regime in meintaining political control would bs increased.
In reaction to a blockade and bombardment, the Chinese Commnists
would make a maximum air defense effort in China and Manchuria,
Units of the Soviet Air Foree in the Far East would covertly

% 3ee (-2 reservation on page 3.
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participate in the sir defense effort, particularly in llanchuria.
The Chinese Comyminists would probably also employ their air capa-
bility against sore US/UN bases in the Far last. If, in the un-
likely event the blockade and bombardment should threaten the
existence of the Communist Chinese regime, the USSR would increase
its aid to Communist China, possibly even to the point of openly
comnitting Soviet forces against US forces in US/UN held territory
and adjacent waters in the Far Fast.

D, CHINKSE NATIONALYST BLOCKADE AND BO'IBARDMENT

69, Conmunist China would almost certainly react to &
Chinese Nationalist blockade effort by committing its air and naval
forces against Chinese Nationalist blockading forces, and might
launch air strikes against naval and air installations of Nationalist
China, The Comrunist Chinese would probably react to a Chinese
Nationalist effort to bombard lines of communications by strengthen-
ing their air defenses in Fast China and might retaliate by air
action against territory held by Natiocnalist China.
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